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Recent price increases for oil and disruptions in oil  supplies have made
past FUA premium estimates obsolete.    These estimates will  be updated
before final  regulations on the "substantially exceeds" test are issued,
and annually thereafter.

These recent price increases have also improved the prospects for coal use
In large new utility and industrial  boilers.    It is expected that price
will be the primary mechanism which will drive the Industrialization effort
in direct coal combustion and that the relative economics of coal  versus
oil  and gas for large new boilers will discourage the use of oil  or gas in
almost all cases where coal use 1s physically and environmentally feasible.
Although actual  experience with the program will be needed to make a final
determination, FUA regulation of these decisions may prove to be unnecessary,
Because of the changed situation since FUA was enacted and the dynamic
nature of the energy and environmental  situation,  final  rules under FUA
should provide for periodic review of the effectiveness and appropriateness
of existing regulations and legislative provisions.    Existing FUA procedural
requirements will  be reviewed as expeditiously as possible to determine
areas in which regulatory burdens can be reduced, for example, by substi-
tuting certification for evidentiary procedures.

b.    Industrial  and Utility Coal Conversion

One hundred-seventeen coal-capable powerplants have been identified.    If
all  of these plants were converted to using coal, over 74 million tons of
additional coal would be used.    However, only about 60 of these may be
convertible due to technical, economic or institutional reasons.    It is
unlikely that more than 40 million additional tons of coal will  be
used by these utilities.

In selecting and ranking candidates for conversion orders,  two primary
considerations will be (1) the potential for oil savings; and (2) the
physical and environmental ease of conversion from a technical and
economic point of view.    The effects of a conversion on the potential
for construction of new coal capacity 1n an air quality non-attainment
area will be considered.    Approximately 60 conversion    orders will be
issued 1n FY 1980, and 15 in FY 1981.    In addition, all  electric utility
systems will be required to reduce use of oil and natural  gas in boilers
by 50% by 1990 under legislation proposed by the Administration.

Primary emphasis in the coal conversion program should be on the use of
additional   resources provided ERA to carry out the statutory provisions of
FUA.
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